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GUINEAN ECONOMIC INDICATORS 
(All Values in Millions of US$) 
FINANCIAL 1973 1974 
GDP (current prices) 561 626 
Money Supply 301 315 
Disbursed External Debt 560 730 
(in convertible and non- 


convertible currencies) 


Government Budget 2 balance (33) 
(parentheses signify deficit) 


Foreign Assets (Net) 14.8 
Balance of Trade -25 
REAL 


EXPORTS 
(in 1000s of Metric Tons) 


Bauxite? 3717 6615 
3 


Alumina 632 621 

Pineapples 9.3 8.3 
Palm Kernels oo 9.1 
Coffee 2.4 Lee 


AGRICULTURAL PRODUCTION 
Approximate Annual Totals in Metric Tons 


Rice 400,000 
Manioc 480,000 
Other Grains 155,000 


Vegetables 100,000 





Other Tubers - 100,000 
Meat 17,000 
Milk 30,000,000 (litres) 
Bananas - 100,000 
Coffee 15,000 


Citrus 50,000 


NOTES 
1. Guinean sylis 21.246 = US $1.00 
2. Guinean Fiscal Year 


3. Total Production is Exported 


Sources: IMF, IBRD, Government, and Embassy estimates 


N.B. All Data have relatively high margin of error and should 
be viewed as indicators of underlying trends rather than precise 
data. 





1977 ECONOMIC TRENDS REPORT FOR GUINEA 


Summary: The growth of the mining sector in Guinea over the 
past several years has had positive impact upon the balance 
of payments and government revenues. Returns on the minerals 
export tax imposed in January 1975 continue to give the 
Government of Guinea increased leeway in development planning. 
Further, development of the minerals sector allows the 
government to plan long-term projects knowing it will have 
increasing foreign exchange revenues. The agricultural 
sector, however, continues to stagnate. The Government 

is making renewed efforts to control the parallel currency 
market: the unofficial rate for Sylis is now down to about 
80-100 per dollar (as opposed to the official rate of 

21.246) from 150-200 two years ago. 


ECONOMIC STRUCTURE 


The structure of this centrally planned economy is made up 
of two basic forms of organization: state enterprises and 
joint ventures with foreign partners. Tax revenue from the 
joint ventures (at present only the bauxite and alumina 
industries) is being used to rejuvenate state enterprises, 
support government price-fixing policies and provide foreign 
exchange for development activities and imports. 





The Government is still on record as being committed 
to replacing private commerce with "people's commerce", 
but results of the attempt since 1975 to channel vir- 
tually all interior trade into state channels have 
been mixed. Unpopular enforcement measures finally 
provoked market riots in August 1977, the investigation 
of which drew attention to widespread profiteering 

and smuggling outside the official distribution system. 
Since fall 1977 there have been increased imports 

of consumer goods, an upsurge in market activity, 

and a more relaxed internal atmosphere generally. 


Despite the growth of output and exports in the mining 
sector, the rest of the economy is close to subsistence 
level. Guinea is highly dependent on foreign aid and 
imports of agricultural commodities in order to alle- 
viate food deficits. Food imports have placed a heavy 
burden on the country's foreign exchange earnings. 
Consequently, the Guinean Government is concentrating 
efforts on rural development and agricultural production 
in order to increase commodity supply and to free 
foreign exchange for capital investment. The Govern- 
ment has announced its intention of bringing 480,000 
new hectares under cultivation by 1980. However, 
despite years of intensive efforts to achieve self- 
sufficiency in basic cereals production, agriculture 
remains the weakest part of the Guinean economy. The 
Government has refused to permit any real play of 
market forces. The recommendation of international 
financial institutions is that some producer prices 
should be raised. Drought in 1977 created additional 
shortfalls. The rice crop was down 30-40 percent. 
Agricultural difficulties have adversely affected the 
manufacturing and commercial sectors. Production in 
existing industrial enterprises has suffered from 

raw material shortages, lack of skilled personnel, 

and emigration. 


THE POLITICAL CONTEXT 


President Sekou Toure, dean of African chiefs of state, 
is a well-known exponent of radical, revolutionary 
politics. The President has led Guinea into the creation 
of a Party-State, a political structure in which the 
national government is increasingly synonomous with 

the Guinean Democratic Party (PDG), the sole political 





organization. The Party-State system is noteworthy 

for the stability it has afforded the country and the 
heavy emphasis placed upon the ideological education 

of the people. The PDG is dedicated to the development 
of an independent socialist economy and a non-aligned 
foreign policy. 


Circumstances surrounding the Republic of Guinea's 
accession to independence October 2, 1958 led to close 
ties with socialist countries and a degree of isolation 
from the West. At present the Guinean Government 

is developing more open and active relationships with 
Western economies. 


THE DOMINANCE OF BAUXITE/ALUMINA 


Guinea's extraordinary natural wealth includes over 
one-third of estimated world bauxite reserves; up to 

2 billion tons of iron ore, including one large 
deposit with an average hematite content about 69 per- 


cent; and diamond deposits. In addition, recent 
seismic exploration has indicated the possibility of 
offshore oil fields. Guinea is the source of the 
Niger, Senegal, and Gambia Rivers, giving the: country 
hydroelectric potential estimated at 63.2 billion 
kilowatt-hours and agricultural production capacity 
of 7 million arable hectares. 


Development of these natural resources is currently 
limited to two bauxite operations and one alumina 
which have assumed a disproportionate influence on the 
economy in view of the potential for development in 
other sectors. At least four-fifths of the Guinean 
population is engaged in agriculture, yet only 1.4 
million hectares are under cultivation (24 percent of 
total arable land). Agriculture has stagnated owing 
to the failure of Guinea's centrally planned collec- 
tivist farm policy. In 1960 all minerals accounted 
for about half of the value of Guinea's exports, while 
in 1967 minerals (by then narrowed to only bauxite 

and alumina) represented two-thirds. In 1977, bauxite 
alone accounted for about 70 percent of export earnings 
and alumina 28 percent. While the importance of the 
mining sector was Kkilanced in 1960 by agricultural 
output (48 percent of earnings), the Guinean economy 





today is totally dependent on bauxite and alumina 
exports. Over 97 percent of convertible foreign 
exchange revenue is now earned from the bauxite/alumina 
operations. 


Gross tax revenue on bauxite and alumina exports during 
calendar year 1977 reached about $90 million in hard 
currency and about $15 million in inconvertible currency 
(rubles). Output is projected at 7.6 million MT of 
bauxite for the Compagnie des Bauxite de Guinee (CBG), 
650,000 MT of alumina for the Friguia Company and 

2.6 million MT of bauxite for the Office des Bauxite 

de Kindia (OBK) for 1978. 


EFFECTS OF ECONOMIC POLICY 


Before 1975 Guinean economic policy was characterized 

by (a) excessive growth in money supply, (b) no official 
imports program, and (c) liberal government. credit to 
state agencies and enterprises. As manufacturing 


represents less than 4 percent of GDP, Guinean foreign 
exchange earnings outside the mining sector are limited 
to agricultural production based on declining cash- 
crop exports of palm seeds, coffee, bananas, and 

slowly rising pineapple exports. Many of the agri- 
cultural exports were bartered with Eastern Bloc coun- 
tries to pay for imports of manufactured goods. Output 
in the agricultural sector has been delining for many 
years, especially in export crops (coffee, bananas, 

and cocoa). The only bright spot may be pineapples; 
exports may exceed 2000 tons in 1978. 


The large supply of money in circulation, restrictions 
in consumer goods supply and declining agricultural 
production have led to extensive black market deval- 
uation of the currency. To counter this, the Govern- 
ment has applied restrictions on money supply, which 
declined about 2 percent in 1976; this policy of 
monetary restraint is apparently continuing. Given 
the unrealistic exchange rate and the illegal export 
of agricultural products (especially rice and beef) 

to neighboring countries, a rather open parallel market 
exists; resulting illicit imports of consumer goods 
are tolerated in the interest of maintaining a modest 


supply. 





FINANCIAL AFFAIRS 


Despite improvements in minerals exports and a conse- 
guent increase in foreign assets the external debt 
problem remains acute. Total external debt at end 

of 1976 was over $960 million and continues to climb. 
This debt is divided about evenly between Eastern 
Bloc countries and several Western nations. Approx- 
imately half of the outstanding debt is due in con- 
vertible currencies. A portion of this debt is in 
long-term soft loans and over half has a maturity of 
over 15 years. 


Debt payments falling due in 1975-76 rose to $92 million 
and continue to rise. The large increase in payments 
falling due resulted in part from the expiration of 

a bilateral agreement with the Soviet Union (payments 
due 1974/75 $825,000; 1975/76 $37 million). The actual 
amount paid, however, will be reduced by the usual 
practice of consolidation and rescheduling of COMECON 


payments. Additional debt payments to the USSR (total 
debt about $370 million) are linked to the OBK bauxite 
project, half of the exports of which are tied to 

debt amortization. 


Guinea's hard currency debt payments have been lowered 
in the past by delayed payment. Guinea has also refused 
to pay certain debts for political reasons, thus fur- 
ther lowering actual payments. 


Settlements with Britain, France and Italy have been 
made recently and the only large unsatisfied debt is 
West Germany's. Stepped-up payments on the hard cur- 
rency debt are following the growth in minerals export 
tax receipts. However, the Government appears ready 
to contract new debt as foreign exchange receipts 
rise. 


FOREIGN ASSISTANCE 


Multilateral and bilateral assistance to Guinea is a 
large source of capital for the realization of develop- 
ment priorities. The pincipal donors are: COMECON 
countries led by the Soviet Union, People's Republic 

of China, United States, United Nations system and 
European Development Fund (EEC). Soviet and other 





COMECON project assistance (Romania excepted) is 
diminishing. In its place Guinea is receiving grants 
or soft loans from Western sources over the period 
1977-1980 totalling $145.7 million. Donors include 

the European Development Fund ($80 million), the 
United States Agency for International Development 

($21 million), the World Bank (upwards of $21 million), 
the United Nations Development Program ($13 million), 
and various Arab donors (upwards of $10 million). 

Some of the above has been disbursed on roads projects, 
telecommunications development, agricultural projects 
and others. 


ECONOMIC FORECAST 


The macro-economic outlook through the end of 1978 is 
guardedly optimistic. Production from the three mining 
operations is expected to increase by about 10 percent 
above current output as they reach full capacity. 
Mineral production should generate sufficient foreign 


exchange availability to achieve limited Guinean 
objectives. Heavy concentration on bauxite production 
brings some of the dangers of the one-product economy, 
but GOG is seeking to diversify somewhat, pressing 

on toward exploitation of diamonds, potential uranium 
deposits and iron ore. Bilateral and multilateral 
donors have committed $147.7 million for development 
purposes during 1976-78, roads have been constructed 
and some agricultural projects undertaken, but there 
is no early prospect for broad improvement in the 
agricultural sector. The collectivised approach to 
farming has not resulted in increased agricultural 
production. 


The outlook for foreign private investors is perhaps 
better than the above situation would indicate. 
"Enclave" projects can be successfully operated where 
exports generate the necessary foreign exchange to 

meet the hard currency operating expenses of the 
enterprise. Agro-industrial investments offer favorable 
possibilities, providing an adequate supply of raw 
materials can be assured and arrangements are made 

to insure necessary foreign exchange availability. 

In 1978, new arrangements with foreign private investors 
may be concluded in the mining sector. These could 

in some cases be major projects involvince many millions 





of dollars (iron ore or bauxite) or smaller projects 
involving only a few million (diamonds). While no 
potential investor should underestimate the risks in 
Guinea, the rewards can be excellent if the project 
receives the full support of the Government. 


The Government, through IMPORTEX, a state-owned 
enterprise, has a monopoly on official imports and 
control of all foreign exchange. While convertibility 
of the currency would end currency speculation, it 
would at the same time deprive the Government of its 
ability to control imports. Therefore, the Govern- 
ment, for economic as well as political reasons, has 
not sought convertibility of the currency, even though 
this had been seen as a possibility in the Five Year 
Plan of 1973-1978. At the same time, the Government 
continues to resist any suggestion of a devaluation. 
The difference between the legal value of the Syli 
and its black market value still acts as a spur to 
illicit trading. 


THE OBJECTIVES OF THE THIRD DEVELOPMENT PLAN 


The Plan's objectives are most advanced in the trans- 
portation sector which has a loan of $14 million for 
road improvement from the IBRD. Transport facilities 
have been reorganized into seven state-owned companies 
with new trucks and equipment. Overall most plan 
objectives will not be realized by 1978 and government 
planning now appears to take little account of the 

1975 document. Delays in preparation of projects, 
shortfalls in the wailability of foreign financing, 

and the requirements of organizing consortia of major 
investors in joint ventures have held up achievement 

of plan objectives. As a result, Guinea's major new 
projects are some years away from realization. These 
include three new bauxite projects ~- Societe des 
Bauxite de Dabola (Yugoslav-Algerian-Nigerian-Guinean), 
SOMIGA (a joint venture with the Swiss), and the 
project of the Ayekoye Company (Arab-Guinean)-- as well 
as the 15-million-ton-per-year iron-ore mine Mifergui- 
Nimba (Guinean plus private and governmental foreign 
investors), development of offshore oil fields (SOGUIP, 
a joint venture with U.S. participation), and construction 
of two major dams with a hydroelectric output of 600 MW. 





Guinean dependence on bauxite/alumina production will 
therefore continue through the early 1980s at least. 
The major source of revenue will remain the minerals 
export tax. 


IMPLICATIONS FOR THE UNITED STATES 
LIMITATIONS ON FOREIGN TRADE 


Guinea's ability to increase trade with Western countries 
is dependent on the growth of foreign reserves, aid, 

and credit availability. The growth in foreign assets 
over the past year has improved Guinea's credit record. 
Arrearages to U.S. Government agencies have been almcst 
eliminated. In recognition of the improving situation, 
major U.S. banks have begun to consider Guinea for 
commercial loans. Several opportunities for U.S. 

banks should develop here in the next year. There 

are excellent possibilities for lending to Guinea 


fairly substantial sums for resource development. Normal 
commercial transactions continue to be based on con- 
firmed letters of credit. 


As a result of financing requirements and traditional 
sources of supply, a large portion of planned imports 
come from European and Japanese firms. Despite the 
absence of export credit financing and the requirement 
of aoing business in French, U.S.-Guinean trade is 
increasing rapidly and now totals over $70 million 
annually. The two major importers of U.S. goods are 
the Government of Guinea and the Guinea Bauxite Com- 
pany (CBG). Most of CBG!'s purchasing is done through 
HALCO, the foreign consortium which has headquarters 
in Pittsburgh, Pennsylvania. Over the past 12 months 
U.S. commercial trade with the Government has included 
feasibility studies, mining equipment, motorcycles 

and agricultural commodities. [In addition, an American 
firm enjoys a predominant position in the marketing 

of lubricants and petroleum products to the Government 
as well as to the two Western mining operations. A 
U.S. engineering firm has also been selected as con- 
sultant for the IBRD roads project. IBRD projects 

and their bidding rules will allow other U.S. firms 

to compete here. 





Recent imports have been for textile equipment, com- 
munications equipment, machinery, fishing equipment, 
aircraft and avionics, and construction equipment. 


Imports are expected to increase through 1978. Spending 
on foreign assistance and foreign investment projects 
presents the best trade opportunities to U.S. suppliers. 
Key markets include road construction equipment, mining 
equipment, construction materials, agricultural equip_ 
ment, and engineering contracts. As no private retail 
trade is permitted, independent agents and distributors 
are almost impossible to obtain. All sales contracts 
are negotiated directly with concerned government 
agencies under the supervision of the state import/ 
export monopoly IMPORTEX. 


INVESTMENT OUTLOOK 


Within the framework of its independent socialist 
approach, Guinea has sought the cooperation of foreign 
governmental and private investors. The Government 
enacted a private investment law in 1972. Foreign 
investment is to take the form of joint ventures 
(approximately 50-50) with the Guinean Government, 

the foreign partner providing financial input. Remit- 
tance of profits, repatriation of capital, employment 
of expatriates , and import of project inputs are all 
negotiable for a specific investment. 


Recently the Government's attitude seems to have become 
more open toward foreign private-sector investors. 

Now that the Government is aggressively seeking to 
develop minerals and agro-industrial possibilities 
further, the capabilities of Western private-sector 
firms are keenly sought. 


Private investors representing American, Japanese, 

and Western European enterprises, as well as the 
Eastern European governments, are engaged in large 

and medium-scale joint investment projects with the 
Guinean Government. Total foreign investment in Guinea 
is now estimated at $560 million at cost led by the 
United States, Canada, the Soviet Union and France. 





An investment guarantee agreement between Guinea and 
the United States has been in effect since May 9, 1962. 
United States investment in Guinea is $164 million at 
cost. Coverage by the Overseas Private Investment 
Corporation amounts to $155.1 million. United States 
corporations with joint venture operations in Guinea 
include Texaco (petroleum marketing) , Alcoa and Martin- 
Marietta (bauxite production) and Buttes Resources 
International (oil exploration). Louis Berger Inter- 
national has contracts for management and roads main- 
tenance and construction projects. Kaiser Engineering 
has contacts for feasibility studies of the Mifergui- 
Nimba iron ore project and Del Monte has worked with 

a Government pineapple processing project. United 
States firms have also shown interest in diamond 
deposit exploitation. 


In a recent speech that was given wide publicity in 
Guinea, President Toure stated that Guinea welcomed 
foreign investment in the means of production. Noting 
the necessity of providing investors with assurance 
against arbitrary Government action he stated: "it 

is essential to guarantee the security of investment ; 
protection of persons, goods and professions; to wound 
neither individuals nor the revolution in its good 
faith." The new attitude toward Western private 
investment combined with attractive economic possi- 
bilities will undoubtedly increase Western interest 

in the Guinean economy. 
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